Innovative  Father  and  Son  Team 
Focusing  on  High-Tech  Binoculars 


JUNE  1992 


erseverance  and  drive  are  the  key 
ingredients  behind  a Calgary  father  and  son’s 
quest  to  create  one-of-a-kind  electronic  range- 
finding binoculars. 


Since  1989,  Angus  and  James  Tocher  of 
VX  Optronics  have  been  striving  to  develop  an 
innovative  optical  product  which  has  the 
potential  to  appeal  to  everyone  from  hikers  to 
land  surveyors.  The  duo  is  well  on  its  way  to 
introducing  two  types  of  high-tech  binoculars 
to  the  marketplace,  but  they  admit  turning  an 
idea  into  reality  is  more  easier  said  than  done. 

“The  concept  I first  came  up  with  was  a 
device  that  would  be  primarily  used  by  pilots  to 
assist  in  determining  safe  obstacle  clearance,” 
explains  Angus. 


“But  in  short  order,  we  realized  there  are 
not  enough  bush  pilots  around  who  would  use 
this  product  to  make  it  feasible.  We  had  to  get 
steered  in  the  right  direction  and  find  out  where 
there  was  a market.” 

In  the  end,  the  Tochers 
changed  their  focus  and  set  about 
inventing  an  upscale  binocular 
which  would  also  serve  as  an 
optical  range  finder.  Despite  the 


1 ou  have  to  have  a lot 
of  faith,  a lot  of  confidence  in  what 
you^re  doing  and  determination 
that you^ re  going  to  make  it  work. . 


James  and  Angus  Tocher  of  VX  Optronics, 


fact  that  a major  company  had 
spent  eight  years  trying  to 
develop  such  a product  with  little  success,  they 
pursued  their  idea. 

“You  have  to  have  a lot  of  faith,  a lot  of 
confidence  in  what  you’re  doing  and  determin- 
ation that  you’re  going  to  make  it  work.  When 
we  first  developed  the  idea  we  were  unaware  of 
some  of  the  technical  problems.  We  were  well 
into  this  thing  before  recognizing  what  the 
obstacle  was,”  says  James. 

Refusing  to  give  up,  they  met  with  optical 
engineers  in  California  to  discuss  the  possibil- 


ity of  applying  liquid  crystal  technology  to 
their  venture.  Even  after  receiving  scepticism 
from  authorities  in  the  field,  they  continued  in- 
vestigating their  alternative  and  finally  con- 
nected with  an  expert  who  believed  in  the 
project. 

“You’ve  really  got  to  go  at  it  yourself 
You’ve  got  to  have  the  ability  and  confidence 
that  you  can  get  over  these  technical  things  and 
won’t  be  intimidated  by  anyone  else,”  stresses 
James. 

In  addition  to  searching  for  the 
right  technology,  the  Tochers 
had  to  find  financing  for  their 
venture,  which  also  proved  to  be  a 
challenge. 

“We  were  turned  down  initially 
by  AOC  but  we  chased  them,  we 
pursued  them.  Their  eventual 
commitment  in  investing  in  us  was 
extremely  important.  As  well  as 
providing  us  with  funds,  it  also 

provided  confidence  for  other 

investors,”  says  James. 

As  a complement  to  its  financial  support, 
VX  Optronics  also  secured  a joint  development 
agreement  with  a major  European 
manufacturer.  Two  models  of  the  range- 
finding binoculars  are  expected  to  hit  the 
market  in  late  1993,  which  is  a quick  turnover 
by  inventors’  standards. 

“We’ve  been  at  this  thing  for  three  years. 
We’re  still  a ways  from  success  and  this  is 
fairly  fast-tracking,”  says  James. 

“In  my  experience,  to  bring  forward  a 
business  venture  of  this  nature  usually  takes 
five  to  10  years.” 


Applying  innovation  to  the  environmental  cause: 
Precision  Plastic’s  Ralph  Acres. 


Plastics  Company 
Hoping  to  Profit  From 
Unique  Recycling  Process 

^^alph  Acres  isn’t  one  to  ignore  ingenuity  or  opportunity. 
After  15  years  in  the  extrusion  business,  his  Edmonton-based 
company  is  breaking  into  an  untapped  market  by  recycling 
plastic  lubricant  containers  and  selling  the  raw  material  back  to 
manufacturers. 

Through  the  help  of  AOC  financing,  the  resourceful  president 
of  Precision  Plastics  Ltd.  recently  added  the  innovative  recycling 
component  to  his  operations  to  take  advantage  of  growing 
environmental  concerns  related  to  petroleum  product  packaging. 

“We  have  been  recycling  20-litre  oil  pails  for  the  past  few 
months.  When  people  saw  how  good  our  product  was,  that  was 
when  we  realized  what  we  had,”  says  Acres,  who  has  expanded 
his  unique  process  to  include  smaller  containers. 

“Nobody  in  Canada  is  recycling  one-litre  bottles  and 
basically,  we’re  the  only  ones  doing  pails  using  an 
environmentally  approved  technique.” 

With  manufacturers  striving  to  increase  the  percentage  of 
recycled  material  used  in  lubricant  containers.  Acres  is  confident 
there’s  a huge  market  for  his  plastic  pellets. 

“In  Alberta,  there  could  be  well  over  one  million  one-litre  oil 
containers  discarded  per  month,”  he  says. 

Acres  has  applied  for  a patent  for  his  recycling  process  and 
envisions  his  business  skyrocketing,  as  a result. 

“This  system  can  be  sold  throughout  the  world  because  it’s  a 
new  concept  for  recycling  plastic.  We  want  to  sell  licenses  to 
people  so  they  can  set  up  their  own  plants  to  do  this.” 


Mainstay  of  Micro-electronics 
Firm 


^^sk  Pat 
Harding  what  the 
strength  of  his 
business  is,  and  he’ll 
likely  say,  “technical 
expertise.” 

Since  1974, 

Edmonton’s  Harding 
Instrument  Company 
Ltd.  has  developed  and 
manufactured  more  than 
20  products  for  the  energy 
and  communications 
industry.  The  firm  has 
carved  a niche  for  itself  in 
the  marketplace  through  the 
adept  application  of  what  its 
president  calls  “fairly  generic” 
technology. 

“What  we’ve  been  able  to  sell 
ourselves  with  is  our  technical  ability. 

You  don’t  get  there  all  of  a sudden  — 
you  have  to  earn  a reputation,”  ex- 
plains Harding.  “We  had  to  build  a 
technological  base  in  order  to  devel- 
op good  products,  but  also  to  gain 
recognition  from  larger  companies.” 

Harding’s  concept  has  paid  off, 
with  his  27-employee  firm  winning 

contracts  from  major  industry  players  including  security  system  specialist 
A.D.T.  Canada  and  California-based  ITT  Barton. 

“I  think  it’s  pretty  hard  to  get  in  there  without  any  kind  of  track  record,” 
notes  Harding,  who  taught  electrical  engineering  at  the  University  of  Alberta 
for  17  years. 

“Although  our  technology  is  very  generic,  I don’t  think  people  like 
dealing  with  you  unless  you  have  a knowledge  of  the  application.  I think 
they  feel  better  if  you  talk  their  language.” 

Harding  says  the  support  of  three  major  investors,  including  AOC’s 
Venture  Funding  Division,  has  also  played  a role  in  the  company’s 
achievements. 

“You  can’t  do  this  type  of  thing  without  money,  therefore  you  can’t  do  it 
without  investors.  It’s  that  simple.  This  type  of  product  development 


T 


requires  a lot  of  money  — development  and  research  is 
very  costly.  You  just  can’t  grow  these  types  of 

companies  through  the  generation  of  profits.” 

However,  more  and  more,  the  risks 
associated  with  Harding’s  venture  appear  to 
have  been  worth  it. 

“In  early  1991,  we  brought  two  major 
products  onto  the  market  and  started 
manufacturing  them.  We’re  really  just 
starting  to  see  the  benefits  of  these  sales, 
and  I think  they’ll  have  a real  impact  on 
our  profits  in  the  next  few  years,”  he 
says. 

“We’re  definitely  beginning  to  see  a 
return  on  the  investment  that  we’ve 
made.” 


Raising  Money  for 
Intellectual  Property 


Peter  Kinash 

Regional  Coordinator  - High  Technology 
Peat  Marwick  Thorne 


weaknesses  o/j 
consider  if  youi 
downfalls  byj 
customem 


Peter  Kinash 


Technocrat  Patrick  Harding. 


Hurray!  You’ve  got  a great  idea!  All  that’s 
stopping  you  from  cashing  in  on  it  is  just  that  — cash. 

You  need  money  to  help  bring  your  idea  to  market.  Plain, 
simple  money.  Sounds  easy  enough  but  the  truth  is, 
raising  money  to  finance  intellectual  property  (I.P.) 
ventures  can  be  very,  very  challenging. 

The  hurdles  that  face  all  new  businesses  are 
compounded  for  emerging  I.P.  companies  by  the  need  to 

finance  research  and  development  activities  that  do  not  result  in  tangible  assets.  This 
generally  means  that  even  though  you  may  have  an  outstanding  business  plan  for  your 
venture,  without  other  collateral,  a full  order  book  and  a track  record,  you  probably 
won’t  be  able  to  find  financing  from  traditional  sources. 

Typical  sources  of  equity  financing  that  can  fill  the  gap  are  family  and  friends. 


See  Where  You’re  Seeded.... 


G.C.  McCracken 
Investment  Ojficer 
AOC  Seed  Funding  Division 

Exactly  what  is  Seed 
Funding?  Is  it  like  a loan?  Is  it 
some  sort  of  grant?  Does  it  have 
anything  to  do  with  agriculture? 
Can  any  business  qualify? 

These  questions  are 
frequently  asked  by  people 
who  are  puzzled  by  the  strange 
name  of  this  component  of 
AOC.  No  doubt,  we’ve  got 
you  wondering  as  well. 

There's  no  mystery  to  its 
meaning.  We  didn’t  mean  to 
be  obscure  when  we  named 
this  new  division  in  1989.  The 
term,  seed  funding  or  seed 


capital,  is  commonly  used  in  the 
venture  capital  industry  to 
describe  investment  situations 
which  are  at  a very  early  stage  of 
development.  It  is  used  to 
classify  business  proposals  that 
are  in  the  formative  or 
embryonic  stage,  often  well 
before  commercialization  and 


any  expectation 
of  cashflow. 

Usually,  these 
situations  in- 
volve a degree 
of  risk  which 
goes  beyond  the 
normal  bounds 
of  even  the 

most  venturesome  sources  of 
venture  capital.  Risks  are  high, 
rewards  undetermined,  and 
investment  recovery  horizons 
dim.  This  makes  the  seed 
funding  of  technology  projects 
among  the  highest  risk  of  any 
form  of  business  investment. 

Institutional  sources  of  seed 

AOC’s  Gerry  McCracken 


11  e' re  very 
selective  about  the 
investments  we 
make.  We  consider 
many  and  make 
only  a few.^^ 


capital  are 
few.  Those 
few  are 
generally 
located  in 
distant  markets 
unfamiliar 
with  the  needs 
of  Alberta 

business.  AOC  recognizes  that 
entrepreneurs  with  proprietary 
technology  need  an  open  and 
available  source  of  seed 
funding.  There  are  no  back 
rooms  or  old  boys  involved. 
The  procedure  is  simple  and  in 
the  open.  However,  this 
doesn't  mean  that  it’s  easy! 

It's  a challenge,  because 
we’re  very  selective  about  the 


the  strengths  and 
our  business  and 
',an  eliminate  any 
earning  up  with  a 
r supplier  in  your 
industry, 


investments  we  make.  Simply 
stated,  we  consider  many  and 
make  only  a few.  This  is  the 
nature  of  venture  capital 
which,  in  some  ways  endows 
the  name  of  our  Seed  Funding 
Division  with  a second,  if 
unintended,  meaning.. ..to  seed 
investments,  as  one  would 
seed  a sporting  event,  ranking 
the  best  performers  at  the  top 
of  the  list. 

Believe  us  when  we  tell 
you  that  we  do  seed 
exceptional  proposals, 
providing  them  with 
meaningful  capital  and 
managerial  support.  Meet  our 
challenge.  And  see  where 
you’re  seeded. 


government  funding,  seed  and  venture  capital,  and  possibly 
going  public.  As  a rule  of  thumb,  investors  generally  look  for 
an  annual  35-50  per  cent  return  on  I.P.  ventures.  These 
businesses  always  take  more  financing  and  time  than  expected 
to  achieve  their  goals,  often  making  the  first  round  of  financing 
easier  to  obtain  than  follow-on  rounds. 

There  are  two  other  financing  sources  that  are  particularly 
well-suited  to  new  I.P.  ventures.  The  first  and  perhaps  the 
easiest,  is  the  refundable  scientific  research  and  experimental 
development  tax  credit  program.  These  credits  are 

administered  through  the  Income  Tax  Act,  and 
generally,  for  Canadian  controlled  companies, 
come  in  the  form  of  a refundable  credit  for  35  per 
cent  of  eligible  research  expenditures.  The 
criteria  for  earning  credits  is  well  defined  and 
Revenue  Canada’s  procedures  for  administering 
this  program  are  relatively  streamlined.  In  some 
cases,  banks  will  finance  these  credits  as  they  are 
earned. 

The  second  somewhat  unique  financing  approach 
for  I.P.  companies  is  the  concept  of  strategic  alliances. 
Large  companies  continually  investigate  sources  of 
new  products  or  product  enhancements.  Often, 
emerging  I.P.  firms  can  supply  innovation  to  large 
partners  in  exchange  for  use  of  established 
research  facilities  or  distribution  networks. 

One  useful  way  to  begin  the  search  for  alliance 
partners  is  to  examine  the  strengths  and 
weaknesses  of  your  business  and  consider  if  you 
can  eliminate  any  downfalls  by  teaming  up  with  a 
customer  or  supplier  in  your  industry.  For 
example,  if  your  company  has  completed  basic 
research  but  needs  large  scale  prototype  or  beta 
test  site  development,  you  may  be  able  to  access 
low  cost  facilities  from  a supplier  in  exchange  for 
a royalty  interest  or  some  form  of  exclusivity  in 
the  product’s  ultimate  commercialization. 

No  matter  what  financing  approach  you  take,  it 
is  critical  that  you  clearly  understand  and  can 
articulate  the  market  opportunity  for  your  product 
or  service,  how  it  fits  into  industry’s  existing 
distribution  chain,  and  why  your  venture  will  be  a 
success. 

Overall,  the  key  to  meeting  the  many 
challenges  in  finding  financing  for  your  I.P. 
venture  is  to  use  the  same  innovative  thinking  that 
went  into  your  unique  idea  in  the  first  place. 


Don  Forsey  shows  off  Goidec 

International’s  latest  product. 

Innovations 

Red  Deer  Firm  Unveils  Unique 
Livestock  Vaccinating  Device 

F ormer  AOC  client,  Goidec  International 
Equipment  Ltd.,  expects  to  make  an  impact  worldwide 
with  its  new  livestock  vaccination  device  which  recently 
rolled  off  the  production  line. 

The  Red  Deer  firm  developed  Needle-eze  in  two 
years,  after  receiving  a proposal  from  a Sundre  area 
pig  farmer.  The  device,  featuring  a hose  attached  to  a 
spring-loaded  mechanism,  is  designed  to  make 
livestock  vaccinating  safer  and  more  efficient  by 
eliminating  needle  breakage. 

Goidec  sales  and  export  manager  Don  Forsey  says 
Needle-eze  is  “totally  unique”,  making  it  a sure-fire 
winner  in  the  marketplace. 

“We  feel  we  have  the  potential  to  sell  a consistent 
one  million  units  per  year  once  our  product  is 
established.  This  has  worldwide  sales  potential  — we’re 
not  just  looking  at  the  North  American  market.” 

What’s  new? 

K^oes  your  firm  have  an  exciting  new  product  or 
service? 

AOC  Today’s  ‘Innovations’  section  is  dedicated  to 
highlighting  unique  Alberta  companies  that  are 
striving  to  win  by  taking  a fresh  approach. 

To  participate,  send  us  a brief  description  of  your 
business  and  what’s  new.  Now’s  the  chance  to  show 
us  your  entrepreneurial  spirit! 
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Call  us . . . 

Today  was  created  to 
meet  your  information  needs.  If 
there’s  a business  issue  you  want 
to  see  addressed,  facts  you  need  to 
know  or  a story  you’d  like  us  to 
share,  call  us!  We’ve  got  an 
edition  of  ‘The  Best  of  Alberta’  for 
the  best  suggestion  we  receive. 

We  also  want  to  help  you  in 
your  entrepreneurial  endeavours. 

If  you’re  looking  for  business 
partners,  seeking  an  investment 
opportunity  or  trying  to  sell  your 
own  operation,  call  us!  We’ll 
make  an  effort  to  pass  your  needs 
onto  our  readership. 

Contact 

Debbie  Hunchak,  Editor 
AOC  Today 

Alberta  Opportunity  Company 

1275  Weber  Centre 

5555  Calgary  Trail 

Edmonton,  Alberta 

T6H  5P9 

1-800-661-3811 

AOC  Today  is  published  12  times 
annually  by  AOC’s  Corporate 
Marketing  Division. 

Balan  Mathews,  Director 
Corporate  Marketing 

Design:  Linda  Blanchett 


AOC  Chairman  Jack  Donald  encouraged 
entrepreneurs  to  “build  a better 
mousetrap”  in  their  business  endeavours. 


One  Day 
Conference  a Hit! 


Business  card  exchanging  was  a common  sight  at  a 
post-conference  networking  reception. 


Learning  was  the  order  of  the  day. 


^\oC’s  one-day  Enterprise  Conference  held  May 
1 in  Red  Deer  was  not  only  well-received  — it  was  a 
sell-out!  The  event,  aimed  at  teaching  seasoned 
entrepreneurs  how  the  strategically  plan  for  success, 
attracted  a full-house  of  80  enthusiastic  participants. 

Highlights  of  the  conference  were  a speaking 
presentation  by  AOC  Chairman  Jack  Donald,  and  a 
panel  discussion  featuring  local  entrepreneurs. 


Letters . . . 

Ji^lberta  Opportunity  Company  was  kind  enough  to  provide  funding  back  in  October  1990  that  enabled  myself 
and  other  employees  to  purchase  the  company  we  were  working  for.  Fortunately,  we  have  grown  strong  enough  to 
obtain  a fixed  rate  loan  from  a commercial  lending  institution  and  will  therefore  be  paying  out  your  term  assistance. 

We  are  writing  not  only  to  e.xpress  our  appreciation  for  AOC’s  past  help,  but  to  also  extend  our  thanks  for  the 
help  provided  by  your  Calgary’  loans  officer,  Roger  Lindstrand.  Mr.  Lindstrand  was  very  cooperative  in  setting  up 
this  initial  application  and  has  been  a pleasure  to  deal  with  over  the  last  I 1/2  years. 

Once  again,  our  heartfelt  thanks  to  AOC,  as  your  assistance  has  enabled  us  to  achieve  life-long  goals  of 
ownership. 

Roger  Prior 

Comptroller, 

Auto  Magic  Entrance  Systems  Ltd. 

Calgary 


ON  SEPTEMBER  11-13 
THE  MOST 
SUCCESSFUL 
ENTREPRENEURS 
IN  THE  COUNTRY 
WILL  BE  IN 
EDMONTON... 


at  Alberta  Opportunity  Company's  1992  Entrepreneurs  Conference. 
Over  50  fact  and  answer-packed  sessions  on: 


Leading  Your  Organization  Through  Hard  Times  • Successful  Credit  and  Collection  Strategies  • Cutting 
Costs  Without  Cutting  Profits:  Slashing  Your  Overhead  • Keeping  Your  Competitors  from  Stealing  Your 
Customers  • The  Corporate  Check  Up:  Preparing  Your  Firm  for  Future  Hazards  • How  and  Where  to  Find 
Information  Crucial  to  the  Survival  of  Your  Business  • Cash  Flow  Management  • Turnaround  Strategies: 
Getting  Back  On  Track  in  Tough  Times  • Lessons  from  the  Past:  Learning  from  Others’  Mistakes  • Wrestling 
With  Growth  • How  To  Really  Create  A Successful  Business  Plan  • Dealing  With  Your  Banker  • Financing 
A Business  Buyout  • The  Secrets  of  Venture  Capital  • The  Complete  Guide  to  Your  Initial  Public  Offering  • 
Tax  Update  • Strategic  Alliances  As  A Growth  Strategy  • Negotiating  Tactics  That  Work  • Tapping  Into 
Global  Markets  • Marketing  to  Win  • Making  Customer  Service  Pay  • Low  Risk  Franchising  • Solving 
Partnership  Disputes  • Getting  Good  Press:  Public  Relations  for  Small  Business  • Improving  Your 
Presentation  Skills:  How  to  Make  Your  Audience  Sit  Up  and  Take  Notice  • The  Foolproof  Interview:  How  to 
Select  The  Right  People  for  Your  Company  • Carrots,  Dollars  or  Sticks:  Getting  The  Most  From  Your 
Employees  • Preventing  Employee  Lawsuits  • Valuing  A Business  and  Negotiating  the  Purchase  Price  • My 
Family,  My  Business,  Succession  Planning:  Finding  The  Right  Person  To  Fill  Your  Shoes  • Improving  Your 
Bottom  Line  • The  Balancing  Act:  Combatting  Entrepreneurial  Stress  • 


For  more  information  on  the  conference: 

Call  1(800)  661-3811  Today! 

Fax  (403)  422-6518 

Or  write  ^^Edmonton  1992”  on  your  letterhead  and  send  it  to: 
AOC  Conferences,  1275  Weber  Centre,  5555  Calgary  Trail, 
Edmonton,  Alberta.  T6Fd  5P9 


